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ANNUAL REPORT 

The Quaker Oafs (pmpany 

FOR THE YEAR ENDED JUNE 30, 1950 


★ 


The management intends to solicit proxies for the 
annual meeting of stockholders to be held on 
November 3, 1950. Copies of the notice of meet¬ 
ing, proxy and proxy statement will be mailed 
to stockholders on or about October 3, 1950. 







The Quaker Qz\s Company 


PLANT LOCATIONS 


AKRON, OHIO 
CEDAR RAPIDS, IOWA 
ST. JOSEPH, MISSOURI 
SHERMAN, TEXAS 
MEMPHIS, TENNESSEE 
DEPEW, NEW YORK 


TECUMSEH, MICHIGAN 
PEKIN, ILLINOIS 
ROCKFORD, ILLINOIS 
OREGON, ILLINOIS 
MARION, OHIO 
PORTLAND, OREGON 


LOS ANGELES, CALIFORNIA 


THE QUAKER OATS COMPANY OF CANADA LIMITED 
PETERBOROUGH, ONTARIO SASKATOON, SASKATCHEWAN 


QUAKER OATS LIMITED 
Southall, Middlesex, England 
Whitehaven, Cumberland, England 


QUAKER OATS-GRAANPRODUCTEN, N.V., 
Rotterdam, The Netherlands 


A/S “OTA” 
Nakskov, Denmark 


QUAKER NAHRMITTEL GESELLSCHAFT, m.b.H., 
Grevenbroich, Germany 


RESEARCH LABORATORIES 
Chemical —Chicago, Illinois 
Mechanical —Akron, Ohio 

EXPERIMENTAL FARMS 
Barrington, Illinois Libertyville, Illinois 


COUNTRY ELEVATOR LOCATIONS 
Illinois, Iowa, Kansas, Mississippi, Missouri, South Dakota 


SALES OFFICES 


THE QUAKER OATS COMPANY 


Akron, Ohio 
Atlanta, Georgia 
Baltimore, Maryland 
Boston, Massachusetts 
Cedar Rapids, Iowa 
Cincinnati, Ohio 
Cleveland, Ohio 
Denver, Colorado 


Detroit, Michigan 
Los Angeles, California 
Memphis, Tennessee 
Minneapolis, Minnesota 
New York, New York 
Philadelphia, Pennsylvania 
Pittsburgh, Pennsylvania 
Portland, Oregon 


Richmond, Virginia 
St. Joseph, Missouri 
St. Louis, Missouri 
Salt Lake City, Utah 
San Francisco, California 
Seattle, Washington 
Sherman, Texas 
Syracuse, New York 


THE QUAKER OATS COMPANY OF CANADA LIMITED 


Calgary, Alberta 
Edmonton, Alberta 
Halifax, Nova Scotia 
Moncton, New Brunswick 


Montreal, Quebec 
Peterborough, Ontario 
Quebec, Quebec 
Regina, Saskatchewan 


Saskatoon, Saskatchewan 
Toronto, Ontario 
Vancouver, British Columbia 
Winnipeg, Manitoba 














The Quaker Oafs Company 

( Incorporated in New Jersey) 


GENERAL OFFICES 
Merchandise Mart Plaza 
CHICAGO 


DIRECTORS 


JOHN STUART, Chairman 


R. DOUGLAS STUART, Vice Chairman 


EDWARD L. RYERSON 
FREDERICK H. SCOTT 
DONALD B. DOUGLAS 
WALTER L. TEMPLETON 
PRESTON A. WELLS 


EDWARD D. ANDREWS 
DONOLD B. LOURIE 
H. EARLE MUZZY 
REG R. FARYON 
MILTON S. EISENHOWER 
COLIN S. GORDON 


OFFICERS 


JOHN STUART - - - - 

R. DOUGLAS STUART - - 

DONOLD B. LOURIE - - 

H. EARLE MUZZY - - - 

W. H. BALL . 

HARTLEY C. LAYCOCK, JR. 
GEORGE B. WHITFIELD - 
R. G. KAUFMANN - - - 

WILLIAM F. DEBELAK 

C. E. McKEE . 

R. A. BOWEN . 

DONALD B. DOUGLAS - - 

EDWARD D. SHUMWAY - 
COLIN S. GORDON - - - 

EDWARD D. ANDREWS - 
FRANK R. WARTON - - 

FREDUS N. PETERS - - 

JOHN R. STALEY - - - 


- Chairman of the Board 
Vice Chairman of the Board 

. President 

Executive Vice President 

. Treasurer 

. Secretary 

. Controller 

- - Assistant Treasurer 

- Assistant Secretary 

- Assistant Controller 

- Assistant Controller 

- Vice President 

- Vice President 

- Vice President 

- - - - Vice President 

- - - - Vice President 

- - - - Vice President 

- - - - Vice President 


JAMES M. BEST 


General Counsel 


TRANSFER AGENT REGISTRAR 

The Northern Trust Company City National Bank & Trust Company 

Chicago Chicago 
























Report to Stockholders 

W E submit herewith for your consideration the Consolidated Bal¬ 
ance Sheet and Statement of Consolidated Income for the year 
ending June 30, 1950. 

The net income for the year was $10,007,518 as compared to $8,173,643 
for the previous year. Our dollar sales were down $13,039,330, which is 
6%, chiefly because of lower selling prices. During the past fiscal year we 
declared preferred and common dividends of $5,144,638. 

Our total volume was approximately the same as last year. Losses on 
feed tonnage were offset by increased volume on chemicals and Ken-L- 
Products. Our first line of poultry and livestock feeds under the Ful-O-Pep 
brand showed improvements over a year ago; however, the second line, or 
so-called competitive line, suffered. 

The Chemicals Division sales had a healthy growth. New uses and 
expanded requirements for furfural and furfural derivatives brought about 
increased volume. 

National distribution has been obtained on Ken-L-Ration and the sales 
of Ken-L-Meal and Ken-L-Biskit were improved. Ken-L-Ration is now one 
of the leading dog foods in the country. 

As reported to you last year, we are gradually expanding the sales of our 
Aunt Jemima Silver Cake Mix and Aunt Jemima Devil’s Food Cake Mix. 
We now have satisfactory distribution in the major markets east of the 
Mississippi River. The Aunt Jemima Mixes continue to be one of the 
leaders in that field. 

The earnings of the Canadian Company were considerably improved as 
compared to last year. Foreign exchange difficulties and foreign import 
controls continued to be very troublesome throughout the year, but our 
exports of advertised package items increased and receivables were sub¬ 
stantially lower than at the end of the previous year. 

Net additions to Property, Plant and Equipment after Depreciation 
Reserve amounted to $2,276,653. These included rehabilitation of our 
power facilities and our flour mill at Peterborough, Canada; a new bakery 
at our Ken-L-Products plant at Rockford, Illinois; further modernization 
of our Country Elevators; and the preparation of our new general offices 
in the Merchandise Mart in Chicago. 

New products as well as old products made by improved processes are 
the results of research—mechanical, chemical and nutritional. The science 
of nutrition is contributing many new products for use in livestock and 
poultry feeds and dog food. At our Libertyville and Barrington research 
farms and at our Rockford Dog Kennels experimental work is enabling 
us to apply these improvements to our own products. During the year the 
Mechanical Research Department at Akron has made considerable progress 
on new processes for handling grain. Eventually these should result in 
better products and lower costs. Our Chicago Laboratories are in close 
contact with the Product Research Laboratories for the Armed Services. 

Our plants are being adequately maintained, but continued high costs 
of replacement and construction will require an even greater use of funds 





in maintaining them and for meeting the needs of the normal growth of 
our business. For instance, in replacing worn out machinery we are faced 
with higher costs. In 1940 an oat huller cost $820; today it costs $2,700. 
Belting which was $4.78 a foot in 1940 is now $9.79 a foot. Other items are 
up proportionately. In order to maintain and replace equipment and carry 
on the Company’s business, it is necessary under these circumstances to 
develop earnings that are more than double those of prewar years. 

You will note that the Trade-Marks, Trade Rights and Goodwill have 
been written down to $1.00. While we believe the actual value of the Com¬ 
pany’s Goodwill is considerably more than the amount at which it was 
formerly carried on the books, we have written the book value down to 
$1.00 by a charge to Unreserved Earnings Retained in the Business. This 
is in keeping with the growing practice among American companies. 

For the 15th consecutive year the Company paid a wage bonus. The fund 
available for the bonus was greater than last year and so was the pay roll 
of eligible employees. Each of those who participated received 7.6% of his 
earnings during the year, or approximately four weeks’ additional pay. 

On December 1, 1949, the English Company purchased the oats milling 
plant of John Pattinson and Son Limited at Whitehaven, Cumberland, near 
the Scotch border. This acquisition will not only round out our Quaker 
Oats production at Southall, Middlesex, which hitherto has been based on 
partially processed grain, but will also materially reduce our distribution 
costs due to shorter hauls for about one-half of the United Kingdom 
population. The Whitehaven plant contains feed milling capacity which 
should also be beneficial. 

As we look ahead the war clouds are still threatening. While it is im¬ 
possible at this time to foresee even the immediate future, there is danger 
ahead which can mean more sacrifices, more governmental controls, higher 
costs of doing business, the need for more money, increased taxes, and 
smaller profits. Government economy is needed and nondefense govern¬ 
mental projects should be curtailed. We believe strongly in supporting our 
military requirements. We also feel that governmental nondefense expenses 
can be materially reduced. 

To our 7,261 Quaker men and women at home and abroad we want to 
express our sincere appreciation and thanks for their helpfulness and fine 
co-operation. 


JOHN STUART, Chairman of the Board 
R. DOUGLAS STUART, Wee Chairman of the Board 
DONOLD B. LOURIE, President 


September 22, 1950 




The Quaker 0*rs (ompany 

Domestic and Canadian Companies 

CONSOLIDATED BALANCE SHEETS 


ASSETS 

CURRENT ASSETS: June 30, 1950 

Cash . $ 7,679,694 

U. S. Government Securities, at lower of cost or 

market . 18,357,639 

Accounts Receivable, less reserves (Note 4). . .. 11,633,131 

Inventories of Grain, Materials, Products and 

Supplies, at lower of cost or market . 18,876,160 

Total current assets . $56,546,624 

INVESTMENTS IN AND ADVANCES TO 
AFFILIATES, at cost (Note 1): 

United States and Canadian—partially owned. $ 651,513 

United States—wholly owned . 50,000 

English — wholly owned . 607,329 

Continental European . 1,123,160 

$ 2,432,002 

Less — Reserve for possible losses . 1,109,679 

$ 1,322,323 

OTHER RECEIVABLES AND INVESTMENTS: 

Due from Officers and Employees (Note 3). . . .$ 836,771 

Miscellaneous Investments . 80,409 

$ 917,180 

PREPAID EXPENSES: 

Unamortized Debt Discount and Expense . $ 243,335 

Insurance, etc . 1,068,414 

$ 1,311,749 

PROPERTY, PLANT AND EQUIPMENT, 

at cost: 

Land . $ 2,135,335 

Buildings and Improvements . 19,089,348 

Machinery and Equipment . 24,112,250 

Country Elevators . 3,400,346 

$48,737,279 

Less—Reserves for Depreciation . 20,402,850 

$28,334,429 

PATENTS, at cost less amortization . $ 168,488 

TRADE-MARKS, TRADE RIGHTS AND 

GOODWILL.$ l 

$88,600,794 


June 30, 1949 

$ 7,132,134 

18,868,374 

10,643,513 

15,636,233 

$52,280,254 


$ 623,344 

50,000 
647,878 
1,104,529 
$ 2,425,751 
1,109,679 
$ 1,316,072 

$ 88,924 

77,606 
$ 166,530 

$ 260,716 

1,068,146 
$ 1,328,862 


$ 2,090,637 
18,077,788 
22,410,602 
3,131,003 
$45,710,030 
19,652,255 
$26,057,775 

$ 265,408 

$10,145,506 

$91,560,407 


The accompanying notes are an integral part of the above statements. 
















































The Quaker Oats Company 

Domestic and Canadian Companies 

CONSOLIDATED BALANCE SHEETS 


LIABILITIES 


CURRENT LIABILITIES: 

June 30, 1950 

June 30, 1949 

Accounts Payable. 

.$ 2,619,385 

$ 2,939,963 

Accrued Federal and Canadian Income Taxes. 

. 6,799,416 

5,843,267 

Other Accrued Liabilities. 

3,676,464 

3,354,751 

Due to Affiliates not Consolidated. 

89,184 

89,184 

Dividends Payable. 

1,338,093 

1,317,991 

Total current liabilities. 

FUNDED DEBT— 

Twenty Year 2%% Debentures, due 

$14,522,542 

$13,545,156 

July 1, 1964. 

.$10,000,000 

$10,000,000 

CAPITAL STOCK AND EARNINGS RETAINED 

IN THE BUSINESS: 

Preferred, 6% cumulative, 


$100.00 par value. 

Authorized 250,000 shares 

Issued 180,000 shares 

$18,000,000 

$18,000,000 

Common, no par value (Note 3). 

Authorized 800,000 shares 

Issued at June 30, 1949—702,000 shares 
at June 30, 1950—715,761 shares 
Earnings Retained in the Business: 

Reserved for— 

16,591,719 

15,210,000 

Future Inventory Losses and 


. 

Necessary Price Adjustments. 

7,800,000 

7,800,000 

Insurance and Other Contingencies. 

1,100,000 

1,050,000 

Unreserved. 

. 20,933,682 

26,266,307 

Less 892 shares of preferred and 2,447 
shares of common stock held in 
treasury and reserved for employees, 

$64,425,401 

$68,326,307 

at cost less reserve. 

347,149 

311,056 


$64,078,252 

$68,015,251 


$88,600,794 

$91,560,407 


The accompanying notes are an integral part of the above statements. 





























The Quaker Oafs (pmpany 

Domestic and Canadian Companies 

Statement of Consolidated Income 

For Year Ended June 30, 1950 

Year Ended 
June 30, 1950 

Net sales . $193,998,153 

Cost of goods sold . $149,975,485 

Selling, general and administrative expenses . 27,931,514 

Income from operations . $ 16,091,154 

Other income . 519,515 

Income charges . 527,281 

Income before Federal and foreign income and profits taxes . . $ 16,083,388 

Federal and foreign income and profits taxes: 

Income taxes . $ 6,075,870 

Excess profits taxes .. 

Total income and profits taxes . $ 6,075,870 

Net income . $ 10,007,518 


Statement of Unreserved Earnings Retained in the Business 

For Year Ended June 30, 1950 

Balance at beginning of the year . $ 26,266,307 

Net income . 10,007,518 

Total . $ 36,273,825 

Dividends: Preferred stock . $ 1,074,648 

Common stock . 4,069,990 

Total dividends . $ 5,144,638 

Write-off of Trade-marks, Trade Rights and Goodwill . $ 10,145,505 

Transfer to Earnings Reserved for: 

Future inventory losses and necessary price adjustments. .. 

Other—net . 50,000 

Unreserved Earnings Retained in the Business at end of the 

year . $ 20,933,682 


The accompanying notes are an integral part of the above statements. 

































The Quaker Oats (pmpany 

Domestic and Canadian Companies 

Statement of Consolidated Income 
For Previous Years 


Year Ended 

June 30, 1949 

$207,037,483 

Year Ended 

June 30, 1948 

$235,478,697 

Year Ended 
June 30, 1947 

$194,043,637 

Year Ended 
June 30, 1946 

$154,831,183 

$167,022,530 

$198,150,377 

$161,726,748 

$124,925,605 

26,311,753 

23,753,704 

20,165,090 

17,468,671 

$ 13,703,200 

$ 13,574,616 

$ 12,151,799 

$ 12,436,907 

335,482 

350,647 

872,767 

837,415 

628,731 

491,033 

500,150 

449,698 

$ 13,409,951 

$ 13,434,230 

$ 12,524,416 

$ 12,824,624 

$ 5,236,308 

$ 4,997,092 

$ 4,565,828 

$ 4,083,238 
2,270,335 

$ 5,236,308 

$ 4,997,092 

$ 4,565,828 

$ 6,353,573 

$ 8,173,643 

$ 8,437,138 

$ 7,958,588 

$ 6,471,051 

Statement of Unreserved Earnings Retained 

For Previous Years 

in the Business 

$ 23,090,413 

$ 18,917,371 

$ 18,362,863 

$ 16,155,660 

8,173,643 

8,437,138 

7,958,588 

6,471,051 

$ 31,264,056 

$ 27,354,509 

$ 26,321,451 

$ 22,626,711 

$ 1,074,648 

$ 1,074,648 

$ 1,074,648 

$ 1,074,648 

3,847,542 

3,147,989 

3,147,989 

3,147,989 

$ 4,922,190 

$ 4,222,637 

$ 4,222,637 

$ 4,222,637 


75,559 


41,459 


$ 3,142,489 
38,954 


41,211 


$ 26,266,307 


$ 23,090,413 


$ 18,917,371 


$ 18,362,863 

















































The Quaker O&ts (pmpany 

Domestic and Canadian Companies 

NOTES ATTACHED TO AND MADE AN INTEGRAL PART OF 
CONSOLIDATED FINANCIAL STATEMENTS—JUNE 30, 1950 

NOTE 1 

The consolidated financial statements include the parent company and 
the wholly owned Canadian subsidiaries; there are no active wholly 
owned domestic subsidiaries. Although financial statements received 
from the Continental European subsidiaries indicate in general a satis¬ 
factory condition, no change has been made in the reserve against 
investments in such subsidiaries pending further developments and 
reasonable stabilization of world monetary conditions. 

NOTE 2 

The consolidated balance sheets include the following assets in Canada 
at the dates indicated: 


June 30, 
1950 

Current assets . $7,245,296 

Current liabilities . 764,523 

Net current assets . $6,480,773 


June 30, 
1949 

$6,847,253 

652,884 

$6,194,369 


Other assets 


200,040 273,302 


Properties, less reserves for depreciation. . 2,700,037 
Total . $9,380,850 


2,242,702 

$8,710,373 


Properties have been converted at U. S. dollar costs at dates of acqui¬ 
sition; net current and other assets have been converted at the lower 
of cost or official rate of exchange. 

NOTE 3 

Under the employees’ stock purchase plan approved by the stock¬ 
holders in 1945 providing for offering stock options to managerial em¬ 
ployees, including officers, which was placed into effect during the year, 
13,761 shares of common stock were sold for $65.00 per share. The 
difference between the market value of the stock on the dates the stock 
was sold and $65.00 per share was charged to expense. Loans (payable 
over 10 years) were made to help finance such sales; at June 30, 1950 
they amounted to $752,311 and were secured by 11,708 shares of stock. 
Unexercised options, which expire June 30, 1951, totalled 8,789 shares 
at June 30, 1950. 


















NOTE 4 

The reserve for possible loss on uncollectible accounts deducted from 
accounts receivable amounted to $1,622,911 at June 30, 1950 and 
$1,627,796 at June 30, 1949. 

NOTE 5 

Provisions for depreciation for the year ended June 30, 1950 included 
in the statement of consolidated income aggregated $1,617,411. 


ACCOUNTANTS’ CERTIFICATE 


The Quaker Oats Company: 

We have examined the balance sheet of The Quaker Oats Company and 
its subsidiary companies consolidated as of June 30, 1950 and the related 
statements of consolidated income and unreserved earnings retained in the 
business for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and state¬ 
ments of consolidated income and unreserved earnings retained in the 
business present fairly the financial position of the companies at June 30, 
1950 and the results of their operations for the year then ended, in con¬ 
formity with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Chicago, September 8, 1950. 


(Signed) HASKINS & SELLS 
Certified Public Accountants 










The Quaker Q*\$ (pmpany 


Food products manufactured by the company 

QUAKER OATS MOTHER’S OATS 

QUAKER PUFFED WHEAT 
QUAKER PUFFED RICE 
QUAKER PACK.O*TEN 
AUNT JEMIMA READY-MIX FOR PANCAKES 
AUNT JEMIMA READY-MIX FOR BUCKWHEATS 
AUNT JEMIMA SILVER CAKE READY-MIX 
AUNT JEMIMA DEVIL’S FOOD CAKE READY-MIX 
QUAKER YELLOW CORN MEAL 

QUAKER WHITE CORN MEAL QUAKER HOMINY GRITS 

AUNT JEMIMA YELLOW CORN MEAL 
AUNT JEMIMA WHITE CORN MEAL 

AUNT JEMIMA GRITS PETTIJOHNS ROLLED WHEAT 

SCOTCH PEARLED BARLEY QUAKER ENRICHED FARINA 

MUFFETS—THE ROUND SHREDDED WHEAT 
QUAKER MACARONI QUAKER SPAGHETTI 

QUAKER EGG NOODLES 

QUAKER BEST ENRICHED FLOUR MOTHER’S ENRICHED FLOUR 

SMITH’S BEST ENRICHED FLOUR 
RED TOP ENRICHED FLOUR 
AUNT JEMIMA ENRICHED FAMILY FLOUR 
SCHUMACHER XXX GRAHAM FLOUR 
SCHUMACHER XXX FLOUR AND BRAN 


Other products manufactured by the company 

POULTRY, LIVESTOCK AND DAIRY FEEDS 

FUL-O-PEP POULTRY FEEDS 
FUL-O-PEP LIVE STOCK FEEDS 
FUL-O-PEP DAIRY RATIONS 

DOG FOODS 

KEN-L-RATION KEN-L-BISKIT KEN-L-MEAL 

CHEMICAL PRODUCTS 

FURFURAL FURFURYL ALCOHOL FUR-AG 






































Tests are made in the Chicago 
Research Laboratories to deter¬ 
mine the nutrient value of feeds. 


Determining the mineral con¬ 
tent of food products is one 
of many laboratory analyses. 














































Feed ingredients and formulas are tested and proved on 
the Ful-O-Pep Poultry Research Farm, Libertyville, Illinois. 


Practical research on the feeding of cattle and hogs is conducted 
on the 450-acre Livestock Research Farm, Barrington, Illinois. 
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